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Connecticut’s health industry is one of the state’s
most dynamic economic sectors.  It currently
accounts for about 14% of all employment and
wages in the state, and those shares will likely rise in
the future.  Technological advances are leading daily
to new medicines, devices, and procedures, and
offering remedies for previously untreatable ail-
ments. The demand for health goods and services
will also climb as the population ages, because
seniors use considerably more health care than do
the young.  How well positioned is Connecticut to
capitalize on these trends?
Jobs and Wages
Eighty-seven percent, or 196,000, of Connecticut
health-sector employees work in “health care”—
that is, in the offices of doctors and dentists, in
hospitals, and in nursing homes.  These workers,
who we usually think of as comprising the health
sector, provide medical, diagnostic, and treatment
services—both inpatient and outpatient—as well as
nursing, residential and rehabilitative care.
But the health sector’s reach is much broader
than this.  Another 30,000 Connecticut workers are
employed in “health-related” activities spanning a
number of separate industries across the economy.
Pharmaceutical manufacturers research, test and
produce countless medicines and vaccines.
Equipment and supply manufacturers produce
health-related items ranging from laboratory appa-
ratus and furniture, to surgical, dental and optical
instruments, appliances and supplies, and elec-
tromedical devices. (For a profile of the medical
device industry, see Loren Walker’s article on page
18).  The trade sector plays a role, too, because
wholesalers of medical instruments and supplies
market these goods to hospitals, private practices,
specialists, and labs.  Finally, health and medical
insurance carriers provide insurance programs for
businesses and individuals.  So the health sector












the state.  In
2003, the latest
year for which data is available, health sector
employees earned an average of $47,100.  That
same year the typical non-farm worker earned
$48,300.  But averages obscure the range of the
underlying data, and in the health sector that
range is wide.  Wages vary from a low of $31,200
for workers in nursing and residential care facili-
ties, to a high of $97,000 for those employed in
pharmaceutical and medicine manufacturing.  The
average earnings of workers in Health-Related
industries exceed those in Health Care industries,
$75,500 to $42,800.
The health sector has shown significant growth
of late, helping to shore up the state’s economy
during the recent economic slump.  The sector
added 3,800 jobs in 2002, and 1,600 jobs in 2003.
Assessing the Impact
Besides the 226,000 jobs in Connecticut’s Health
Care and Health-Related fields, thousands of addi-
tional jobs are ultimately tied to the health sector.
According to the Implan regional economic model
for Connecticut, every 10 new jobs in the state’s
health sector support nearly 16 other jobs else-
where in the economy.  How does this work?
Consider pharmaceuticals, where many of
Connecticut’s high-skilled, high-paying biotechnol-
ogy jobs are located.  The average pharmaceutical
worker earns twice the wage of a typical
Connecticut worker, and likely spends more, too.
The extra spending helps generate jobs in other
sectors of the economy, such as retailing.  Firms in
the pharmaceutical industry also have high input
requirements (e.g., specialized equipment and raw
materials), which bolster employment among sup-
pliers to the industry. 
The process is captured in a statistic called the
employment multiplier. Connecticut’s employment
multiplier for pharmaceuticals is 6.51—the addition
of 100 pharmaceutical jobs supports 551 jobs else-
where, for a total of 651 jobs combined.  As shown
in the table, pharmaceuticals has the highest
employment multiplier of all health industries in
the state, and nursing homes the lowest.  The
employment multiplier for the state’s health sector
as a whole is 2.56, about 30% higher than that for
the average sector in Connecticut’s economy.  
The size of the employment multiplier varies
with the volume of goods and services an industry
produces for export.  A sale beyond the state’s bor-
ders brings in outside dollars, spurs in-state spend-
ing, and boosts the demand for local workers.  But
employment multipliers involve intricate interac-
tions among industries and households.  Thus fig-
ures are not readily available for all industries in
all states.  So another regional index called a loca-
tion quotient (or LQ), which is easy to calculate, is
often used instead.
A location quotient measures the ratio of the
local share of jobs in an industry to the share
nationally.  Since Connecticut employs 13.8% of its
workforce in health, while the U.S. employs just
11.3%, the state’s LQ is 1.22 (13.8% ÷ 11.3%).  In
other words, Connecticut’s share of employment in
health is 22% above the U.S. average. Regional
8
The Connecticut Economy Fall 2004
Connecticut’s Health Sector:
What’s the Prognosis?
    Employment     Wages  Employment   Location 
             Multiplier   Quotient
Pharmaceuticals        10,074    $97,000         6.51        2.71
Medical Devices          8,657    $52,900         2.84        1.73
Medical Wholesaling               2,373    $57,300         3.56        1.00
Insurance            8,236    $78,200         3.42        1.85
All Health-Related        29,340    $75,500         4.32        1.89
    
Doctors               72,808    $48,900         2.65        1.18
Hospitals          61,032    $47,300         2.53        0.89
Nursing Homes        61,710    $31,200         1.66        1.62
All Health Care      195,550    $42,800         2.17        1.16
    
All Health Sector      224,890    $47,100         2.56        1.22
Source: The Connecticut Economy, based on data from the U.S. Bureau of
Labor Statistics and the Implan Regional Economic Model. 
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economists assume that an average employment
share (an LQ equal to 1.00) is adequate for meet-
ing the in-state demand for an industry’s output,
so any employment beyond that mark can be cred-
ited to export production.  By this measure, 40,000
Connecticut workers produce health-related goods
and services for export.
Along with the employment multipliers, the table
(opposite) shows the LQs for Connecticut’s health
industries.  There is a strong correlation between
the two measures.  Industries with high employ-
ment multipliers (e.g., those in Health-Related
activities) have high LQs, while industries with rel-
atively low employment multipliers (e.g., those in
Health Care) tend to have low LQs.  So both mea-
sures give a sense of the relative importance of dif-
ferent industries to the rest of the economy.
Based on the LQs for its health industries,
Connecticut is a national leader in the sector.  As
shown in the graph, the state ranks third overall in
its share of jobs in Health Care and Health-Related
industries.  West Virginia ranks first and
Pennsylvania second.  Three other New England
states—Rhode Island, Massachusetts and
Maine—line up immediately below us on the list.
Connecticut’s dominance in the rankings reflects
its high concentration of jobs in Health-Related
industries, particularly pharmaceuticals, insurance
and medical devices.  West Virginia’s lofty perch,
by contrast, reflects relatively high levels of
employment in Health Care, particularly hospitals
and doctors’ offices—perhaps an adverse effect of
the state’s mining activites.  But the employment
multiplier in Health Care is relatively low. 
Explaining the Variation
The location quotient approach assumes, among
other things, that the local demand for the output
of an industry is similar to that for the nation as a
whole, so that any employment above the U.S.
average for an industry can reasonably be ascribed
to production for export.  But for Health Care in
particular, this is unlikely to be true.  The local
demand for health care services can be expected to
vary considerably, depending on the age, health
and spending power of the population.  In fact, in
a simple regression model, three variables—the
fraction of the population over 65 years, the obesi-
ty rate, and per capita health expenditures—
explain 60% of the variation in the LQ for Health
Care employment across states.
States with older residents, who are less fit and
spend more per person on health care, tend to
have the highest LQs.  In the “average” state
12.4% of the population is above 65, 20.5% are
obese, health spending approaches $3700 per capi-
ta, and the Health Care employment LQ registers
1.01.  According to the model, a $1000 increase in
health care spending would raise that LQ to 1.03,
as would a 1-point increase in the share of those
who are obese.  A 1-point increase in the senior
population would raise the LQ to 1.04.  
Given the characteristics of Connecticut, this
simple model predicts a Health Care employment
LQ of 1.16—precisely the state’s figure in 2003.
Thus, it seems that the state’s high LQ is more
reflective of a high demand by Nutmeggers for
health care than a high demand by nonresidents
for the state’s services.
Not so for Health-Related industries.  The same
three variables— percent over 65, obesity rate, and
per capita spending—explain very little of the dif-
ference among states in Health-Related employ-
ment LQs.  Thus, Connecticut’s high LQs in phar-
maceuticals, medical equipment and health insur-
ance probably do reflect the demand by out-of-
staters for locally produced products and services,
a supposition also supported by the high employ-
ment multipliers in these industries.  So in Health-
Related activities at least, Connecticut’s nation-
leading LQs suggest that the state possesses a dis-
tinct comparative advantage in their production.
Diagnosis: More Growth Ahead
The outlook for the state’s health sector appears
bright.  Better medications are giving Americans
longer lives, in turn raising the demand for Health
Care and Health-Related goods and services.
According to Census Bureau projections to 2025,
the senior population is expected to grow almost
50% in Connecticut, and by nearly 70% in the
nation as a whole.  And health care spending will
almost certainly continue to outpace GDP growth
over the next twenty years. Thanks to the multipli-
er effect, an aging population and growing econo-
my should translate into thousands of new jobs in
both the Health Care and Health-Related industries,
and several times that number elsewhere in the
state’s economy.  





















































Health Sector LQs Across States, 2003
Source: The Connecticut Economy, based on data from the U.S. Bureau of Labor Statistics.